The national retail chains operating in the Kingdom of Saudi Arabia market 
adopt a market strategy that is causing a significant negative impact on 
both, the national brands' performance and the consumer purchase 
behavior. The strategy of these retail chains is based on two main pillars. 
The first pillar is the frequent and intense price discounts offered by the 
national brands sold in their outlets. The second pillar is the rapid 
expansion in introducing their private label brands across various 
categories, specifically the low-risk product categories. Nowadays, the retail 
chains are frequently and heavily promoting the national brands to attract 
multiple target consumer segments, to generate sales value, sales volume, 
and to boost the traffic for their outlets. Consequently, the retail chains 1 
negotiation power over the manufacturers has tremendously grown. 
Therefore, the surge of the private label brands and the heavily discounted 
national brands necessitate a new strategy paradigm for the 
manufacturers to counter-attack this threat, especially that numerous 
national brands are, nowadays, losing their loyal consumer base because 
they became deal-prone consumers. 
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Creating a Deal-Prone Consumer in the Low-Risk Product Categories 

- Saudi Arabia Market 

The national retail chains operating in the Kingdom of Saudi Arabia (KSA) adopt a 
market strategy that is causing a significantly negative impact on both the national 
brands’ performance and the consumer purchase behavior. The strategy of these retail 
chains is based on two main pillars. The first pillar is the frequent and intense price 
discounts on the national brands sold in their stores. The second pillar is their rapid 
expansion in introducing their private label brands (PLBs) across different categories, 
specifically the low-risk product categories, including the edible oils, sugar, salt and 
bottled water. 

Nowadays, the retail chains are frequently and heavily promoting the national brands 
to attract multiple target consumer segments, to generate sales value and volume, and 
to boost the traffic of their stores. Each retail chain has its printed weekly-leaflet that 
solely communicates the price discounts offered during the week, on most of the 
categories; however, with more weight to the packaged food and beverages categories. 
This strategy is providing the retailers with a negotiation power advantage over the 
manufacturers, who in turn, are obliged to adapt to the retailers increasing bargaining 
power. In general, the price discounts are considered an efficient technique for short¬ 
term increases in sales. However, they negatively can affect a brand’s reputation in the 
long run. The negative effects include the lower brand loyalty, the decreased quality 
perception, and the negative brand image. There may be a lack of long-term benefit 
from price promotions, and there can be potential damage to a brand if it is over¬ 
promoted (Blattberg and Neslin, 1990). Therefore, national brands straggle to maintain 
their margins, increase their value sales and volumes, as well as their leadership 
position in the market. 

The private label brands (PLBs) which were, in the near past, considered by consumers 
as inferior products because of their below-standards quality, are now growing and 
proving to be the new game changers in the Saudi market. These PLBs are growing 
regarding the number of products introduced, new categories penetrated by each retail 
chain, and the volume sales. The growth of the PLBs is due to the rapid expansion of 
the modem trade channel. This rapid growth is posing pressure to the various national 
brands regarding the erosion of their market share, dwindling of profitability, less shelf 
space, and the increasing bargaining power of the retailers over the manufacturers. The 
PLBs are adopting the strategy of low shelf price, enhanced quality through upscaling 
and leveraging the brand equity of the retailer. Price is a primary driver of purchase 
intent among (72%) of Saudi consumers. However, quality is still important but with a 
lesser extent. Around (63%) believe that the private labels offer good value for money 
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(Nielsen, 2014). Therefore, the surge of the PLBs in the Saudi market necessitates a 
new strategy paradigm for the national brands to counter attack this threat; especially 
that many national brands are nowadays losing their loyal consumer base who shift to 
the PLBs. 

To develop the strategy needed for the manufacturers to counter attack the threat of the 
PLBs, and face the threat of the frequent price discounts; it is crucial to first have 
answers to some questions. The questions that need to be answered focus on what are 
the different tools that the retailers use to shift the consumer purchase decision, how 
the consumers perceive the PLBs in terms of quality and value, and what is the impact 
of the frequent price discounts - price wars - on the national brands’ value and image. 
Therefore, this study intends to identify the different tools adopted by the retailers to 
push their PLBs, what is the impact of these tools on the consumer’s purchase behavior 
and the reasons behind their success in doing so. Finally, the study recommends a 
holistic approach to the national brands to counter attack the threat of the PLBs and 
how to manage the increasing trend of the price discounts in the vibrant modern trade 
channel in Saudi Arabia. 


Abstract 


The past studies in the literature which address the rise of the private label brands 
(PLBs) reveal that retailers are motivated to introduce PLBs when they can derive 
outstanding benefits, either economic or strategic (Cueno et ah, 2015). National retail 
chains in the Kingdom of Saudi Arabia (KSA) are creating a flat market in the low-risk 
product categories. This behavior has an adverse impact on the performance of the 
national brands. Extensive research has been conducted to understand the shopper 
behavior in KSA. The research was conducted with (1200) Saudi shoppers, nationwide. 
The research results have identified the different activities performed by the retailers 
that are impacting the consumer brand perception and purchase decision. The retail 
chains activities include the weekly-printed and online-published promotional leaflets 
that communicate all the discounted products. Also, their strategy includes the rapid 
expansion of the PLBs that have an equal quality and lower price compared to the 
national brands and the expansion of the shelf space dedicated to PLBs at the cost of 
national brands. All these activities are key factors affecting national brands 
performance in these retail chains. 

The research results show that the Saudi consumer became a deal prone consumer who 
is seeking mainly the lower prices, with little or no attention to the brand equity. In the 
low-risk product categories, consumers see no difference in the quality of the PLBs 
and the national brands. Therefore, consumers prefer to choose the PLBs as they have 
the advantage of lower prices. Also, consumers brand choice is depending on the most 
appealing price discount offered by the national brand, which indicates a diminishing 
trend in the consumer brand loyalty to the national brands, and the growing trend of 
the brand switching consumer behavior. 

This study is addressing two main points 

1- How the big retail chains are creating a flat market in the low-risk product 
categories by shifting the consumer purchase decision towards the price 
discounted national brands, and also towards their own PLBs. 

2- What could be the holistic approach that the manufacturers who are operating in 
low-risk products categories should approach, to defend their national brands 
and to remain alive. 

Key words: Private Label Brands (PLBs), national retail chains, discounted price, 
purchase decision, flat market, brand equity, promotions, low risk product categories. 


4 


CHAPTER I 


Introduction, organizational context, and research objectives 
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Introduction 


The aim of this research is to understand the impact of the different tools that the retail 
chains adopt to alter the consumer purchase decision. These tools include the 
implementation of the frequent price discounts on national brands, and the expansion 
of their PLBs at the cost of national brands, mainly in the low risk product categories. 
Consequently, the manufacturers operating in the low risk product categories suffer the 
dilution of their brands’ competitive advantages, they squeeze their profit margins to 
offer discounted prices, over time they risk diminishing shelf space to the favor of 
PLBs, and they are always dragged into price wars to regain their lost volumes. All 
these factors have created a promotion-driven consumer who is mainly seeking lower 
prices. Therefore, the market became a flat market that depends mainly on price 
discounts, with little or no difference between brands regarding the brand equity. 

This study uses the definition of PLBs proposed by Kumar and Steenkamp (2007), who 
define the PLB as any brand that is owned by the retailer or the distributor and is sold 
only in its own stores. The PLBs are also known as ‘store brands’, ‘retailer brands’, or 
‘own brands’. However, in this research there is no distinguish between these terms 
and there is no distinguish between the PLBs types, like generics, copycats, or premium 
private label. 

Background 

According to Nielsen (2015), the modern trade channel in KSA includes hypermarkets 
and supermarkets. The modern trade channel represents around (65%) volume share of 
the entire KSA market for the fast moving consumer goods category, while the 
groceries represent (35%). In the food category, the modern trade channel represents 
(73%) and the groceries represent (27%). In the non-food category, the modem trade 
represents (84%) and the groceries represent (16%). In the beverage category, the 
modern trade represents (36%) and the groceries represent (64%). These figures 
represent the average volume split for the food, non-food and beverage categories, 
mainly in product segments like edible oils, sugar, tea, coffee, rice, soft drinks, juices, 
milk, and yogurt (Nielsen, 2015). Regarding the volume, the national retail chains in 
KSA like Carrefour, Panda, Danube, Bin Dawood and A1 Otheim represent around 
(60%) of the entire modern trade channel. The remaining (40%) represent the other 
regular supermarkets, mainly those that do not have chains. Most of those national 
retail chains have their own PLBs in the low risk product categories, including sugar, 
edible oils, toilet papers, tomato paste, bottled water, and salt. These PLBs are 
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expanding their shelf space at the cost of national brands, and eating volume share from 
the national brands, that have been for a long time, the market leaders in their respective 
categories. 

For instance, in the edible oils category, the PLBs represent an average of (12%) 
volume share of the total edible oils market. In the sugar category, the PLBs represent 
an average of (7%) of the total sugar market. The PLBs also occupy between the third 
and the fourth rank in the list of players, for canned fruits, oats, powdered soft drinks 
and bouillons categories (Nielsen, 2014). The importance and weight of PLBs in the 
Saudi market are growing over time, especially with the rapid expansion of modern 
trade channel. In the year 2010, the number of retail chain outlets amounted to (701) 
outlets, however, in 2016 the number of outlets has increased to reach more than 
(1,084) outlets, which represents an increase of (54,6%). On the other hand, the number 
of small groceries had declined by (11%) from 2010 till 2016, indicating a declining 
trend for the traditional trade channel to the favor of the modem trade channel (Nielsen, 
2015). 

Research objective 

The frequent price discounts offered on the national brands, and the expansion of the 
PLBs have become major challenges for manufacturers. This is obvious by the 
impressive growing rate in the number of products discounted and the number of PLBs 
in different food and beverage categories (Cueno et al., 2015). The growth of the PLBs 
is creating a blurry relationship between national brands manufacturers and profit- 
seeking retailers with their own low price-driven products. This dilemma faced by the 
manufacturers has two dimensions. First, if the manufacturers chose to aggressively 
attack the growth of the PLBs by entering into price wars, they may risk the equity of 
their brands over the long term, and they may risk their cooperative relationship with 
these retailers. Second, if the manufacturers choose to remain passive in order not to 
jeopardize the equity of their brands, they may risk their loyal consumer base over the 
long term, their volume growth will decline, and their profitability will be 
compromised (Shetty and Manoharan, 2012). These same challenges with their effects 
are also applicable to the national brands because of the frequent price discounts 
adopted by the retailers to increase their sales volume. 

Therefore, the research objective is to understand the impact of the different tools 
adopted by the retail chains, on the consumer purchase decision. It is important to 
measure the impact of these tools since nowadays consumers started to see no obvious 
competitive advantage for the national brands over the PLBs, regarding the quality and 
the brand value. This research is necessary because over the long run if manufacturers 
fail to contain the threat of the PLBs by formulating sound strategies, and also to 
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maintain or even increase their loyal consumer base through innovation initiatives, they 
will obviously face a situation in which the consumers would have totally shifted to 
the PLBs. 


Research questions 

The questions that this research attempts to answer 

1- How national retail chains are creating a flat market in the low risk products 
categories by shifting consumer purchase decision towards the price discounted 
brands as well as the PLBs. 

2- What could be the holistic approach that companies who are operating in the 
low-risk products categories should approach, to defend their national brands to 
remain alive. 


Research hypotheses 

HI: The national retail chains are the main driver for shifting the consumer purchase 
decision. 

JgT 

H2: The price discounts and the private label brands in the low risk product categories 
are creating a flat market, where brands’ image and value are of low consideration, and 
in some cases are seen with no difference. 

H3: National brands are dragged into price wars which have an adverse impact on the 
brand image and value. 

H4: The concept of ‘always on discount’ is creating low price-driven consumers who 
are more conscious about the price rather than the value, in the low-risk products 
categories. 
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CHAPTER II 


Literature Review 


Low-risk versus high-risk product categories 

In the low risk product categories such as the edible oils, sugar, salt and bottled water; 
consumers could become deal prone because of the frequent price discounts offered by 
retailers. The equal quality of the PLBs and the national brands, along with the low 
retail price, and the more representation on the shelf space are creating a flat market 
where little attention is given to the brand value, and more weight is given to the low 
price. The products that fall under the umbrella of high-risk products versus low-risk 
products differ from country to country depending on the perceived quality of the PLBs 
versus national brands. For instance, in the KSA market, the low-risk products include 
edible oils, sugar, salt, toilet paper, and bottled water. This consumer perception is 
because the PLBs are matching the national brands concerning the quality. Meanwhile, 
the PLBs have the advantage of lower shelf price. The consumers consider this type of 
products as simple and not sophisticated. On the other hand, the high-risk products 
include cosmetics, baby care products, baby food products, electronics, body care 
products and shampoos. This consumer perception is because the quality of the national 
brands is much higher than the PLBs. Meanwhile, the consumers consider these 
products as sophisticated to the extent that they cannot sacrifice their own health or 
belongings (Ailawadi et al., 2009). 

The national brands in the Low-risk product categories are suffering on several fronts, 
regarding the eroding margin, the less consumers’ consideration of the brand image 
and value, the eroding shelf space, and the declining sales volumes. In this challenging 
market scene, the manufacturers operating in the categories of low-risk products need 
to re-think of a holistic approach. Through this holistic approach, manufacturers should 
not only diversify their portfolio into more high-risk products, but also they should re¬ 
consider how to establish clear added value differentiation versus the PLBs to avoid 
being dragged into draining price wars. The threat could be much more severe in the 
long term when the national retailers are capable of introducing products with matching 
high quality and lower price in the high-risk product categories (Ailawadi et al., 2009). 


The types of private label brands 

Boone and Kurtz (1995); Kotler and Armstrong (1996) defined the PLBs as those 
products sold under the retailers’ own label and which are different from the national 
brands. Each PLB is unique to its specific retailer. The consumers of the PLBs are those 
who value price as an important criterion for purchase, and they do not value the brand 
image as important, but they may consider quality as an important criterion. 


to 


Kumar and Steenkamp (2007) identified four types of private labels 

- Generic private label: they are the cheapest in the respective category. They have 
the objective of providing the consumer with the lowest-price alternative and 
expanding the customer base of the retailer. 

- Copycat brands: they are a Me-too at a lower price. They have the objective of 
increasing the negotiation power against the manufacturers and increase the 
retailer’s share of the category profits. 

- Premium store brands: they provide the consumer with an added value over the 
national brands. They have the objective of differentiating the store, increasing the 
store image perception and enhancing the margins. 

- Value innovators: they provide the consumer with ‘best performance -price ratio’. 
They have the objective of providing the best value, generate word of mouth and 
building the customer loyalty to the store. 

The PLBs become viable when the retailers can to reach a critical mass to achieve scale 
advantages. The rapidly developing modem trade structure in KSA, where the 
supermarkets and the hypermarkets are hugely expanding, is considered a good 
playground for the growth of the PLBs. This increase is because only the large retail 
chains can build the market power to realize the high volumes required to attain the 
scale advantages. On the opposite side, the traditional trade channel like small and large 
groceries are not able to benefit from the economies of scale because they are not 
capable of building the market power through the mass volumes. 

<<° 

The difference between private label brands and national brands 

King (2007) suggests that a product is something that is manufactured in a plant, while 
a brand is something that is bought by consumers for a specific price set by the 
manufacturer. Aaker (1991) supported the same opinion and indicated that a brand 
could be a distinctive name, logo, trademark, or symbol that are used to differentiate 
the goods and services from the many producers and sellers who are trading in identical 
goods and services in the market. 

The national or manufacturer brand is a brand that is marketed throughout a national 
market. It contrasts with the regional or the local brands. It usually is advertised and 
owned by a manufacturer. 

The private label brand is a brand that belongs to the product’s reseller rather than by 
its manufacturer. In some cases, the reseller may be the manufacturer as well (King, 
2007). 


n 


Dimensions 

National brands 

Private label brands 

Ownership and risk of 
failure 

Manufacturers 

Retailers 

Difficulty of copying 

High to Medium 

Low 

Brand identity 

Narrow and always 

constant 

Stretched and somehow 

consistent across 

categories 

Innovation 

High 

Low 

Duration of launch 

Takes long time 

Very fast 

Marketing investment 

High 

Low 

Distribution 

Nationwide across all 

trade channels 

Available in own stores 

Price 

Premium 

Low / medium 

Consumer loyalty 

High 

High to the retailer store 
name, not the product 
itself 

Buyer/seller relationship 

Traditional selling / 
buying 

Long term common 
objectives 

Coordination and 

information sharing 

between buyer and seller 

Medium 

<s^ 

High 



The purpose of the private label brands 

Richardson et al. (1996) suggest that the retailers create the PLBs because of their 
potential to increase the store loyalty, the profitability, to exert control over the shelf 
space and to have a bargaining power over the manufacturers. Developing the PLBs is 
attractive to the retailers when the market conditions are set to maximize profits and 
volume growth at the expense of brand image and value. Also, it is attractive to the 
retailers when they aim to develop differentiation from other competing retailers and 
to improve their store image. Shetty and Manoharan (2012) suggested that there is a 
significant positive relationship between the retail store loyalty and the loyalty to the 
products endorsed by the name of this specific retail chain. Therefore, to obtain the 
economic benefits and to create a higher price differential with the national brands, the 
retailers take advantage of building the market power by producing mass volumes, 
exploiting the economies of scale and scope. The higher price differential between the 
PLBs and the national brands is considered the main incentive for consumers to switch 
to the PLBs, especially the price-sensitive consumers (Cuneo et al., 2015). Sethuraman 
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and Cole (1999) support the same conclusion by indicating that greater price gaps 
between the national brands and the PLBs lead to increasing PLBs volume shares. 

From the economic perspective, the PLBs deliver higher margins compared to 
the national brands because the retailers are capable of keeping their cost structures 
under control. From the price perspective, the PLBs hold greater price advantage over 
the national brands which lead to increasing consumer demand and hence more loyalty 
to the store. However, still, some consumer segments are willing to pay a premium for 
the national brands, in many product categories. Hoch and Banerji (1993) indicated 
that the growth of the PLBs is attributed to the fact that the consumers consider them 
as having a price advantage over the national brands. However, the quality seems to be 
still the first important factor in determining the PLBs success. Another reason for the 
growth of the PLBs is suggested by Shetty and Manoharan (2012) indicating that this 
increase is attributed to the fact that nowadays, the retailers are more professional in 
managing the PLBs as part of their retail format which is continuously evolving. 
Consequently, the retailers are creating loyal shoppers and achieving an attractive 
return on investment advantages. 

Kohli and Jaworski (1990) suggested that in many cases, the businesses may have end- 
users (those consuming the product) as we all clients (retailers who dictate or influence 
the choices of end-users). This reflects the power of the retailers over manufacturers 
owing to the consolidation of the former, retailers’ access to the scanner data and 
increased competition among the manufacturers due to the proliferation of brands. 

The framework of the strategic role of private label brands 


PLB strategy 

Target market segment 

PLBs function 

Local PLBs strategy 

Mass market segment 

PLBs as a tool of store 
loyalty 

Global PLBs strategy 

Premium market segment 

PLBs as a tool of store 
image 

Combined PLBs 

strategy 

Mass and premium 
market segments 

PLBs as a tool of store 
competition 


Local PLBs strategy: they are used to generate store loyalty. In fact, national brands 
can be purchased from anywhere and therefore, are difficult to be used to build the 
store loyalty. On the contrary, the PLBs are exclusive to the retail outlet or chain, and 
if effectively marketed, they may build greater store loyalty and traffic. The retailers 
try to exploit this fact, and they communicate that their products are of high quality and 
good or superior value. 
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Global PLBs strategy: they are used to improve or build the store image. Marketers 
of such retail chains implement an integrated marketing communications for their 
PLBs. They focus and promote the country of origin of their PLBs, which drives the 
image, especially in the emerging markets where consumers develop a strong 
preference for foreign products. 

Combined PLBs strategy: they are used to face national brands competition, by 
providing consumers with a competitive alternative to the national brands. The 
international retail chains compete with the national brands by blurring any perceived 
differences between these brands and their PLBs. They emphasize on innovation, 
superior quality and premium image (Fall, 2008). 

The impact of the retailer price on its image 

Schnittka et al. (2015) suggest that the consumer decisions are influenced not only by 
the prices of the individual items but also by the retailer’s price image, which reflects 
a consumers’ impression of the overall price level of the retailer. The price image is 
the general belief about the overall level of prices that consumers associate with a 
particular retailer. It is not an evaluation of an individual price or set of prices but is 
rather an overall impression of the aggregate price level of a retailer. It is expressed as 
expensive versus inexpensive. The price image beliefs are informed by more than the 
observed prices, they also incorporate non-price cues, such as the store decor, the 
location and the reputation. The retailer’s price image is analogous to the reference 
price of a specific item in that both can influence how consumers perceive prices. The 
retailer’s price image is not reducible to a specific price or range of prices, and instead, 
it represents a qualitative evaluation of the overall level of prices at a given retailer. 
Because it represents the overall level of retailer’s prices across product categories and 
price ranges, the price image involves a more general categorical evaluation than the 
numerical precision of reference prices tied to specific offerings. 

A high degree of heterogeneity in the particular items used to form a price image, with 
many consumers relying on as few as three to five key prices to form an overall 
impression of a store. Based on that, not all the items are equal in the price image 
formation. The retailers have identified known value items (KVI), that is, categories, 
brands, and pack sizes believed to exert disproportionate influence on the formation of 
the price image. Therefore, by aggressively pricing these most influential items, the 
retailers have a better chance of influencing consumers’ perceptions and impressions 
of the average level of prices than they would by just lowering prices across the board. 
The frequent shallow price deals tend to increase the sales volume more than the less 
frequent deep discounts (Martos-Partal, 2012). 
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CHAPTER III 


Research Methodology 

, cF 


The research objectives 

The main purpose of this research is to understand the Saudi shopper buying behavior. 
What drives the consumer to buy from the retail chains in general, how the consumer 
perceives these chains regarding the image and price, the thinking process behind 
choosing a specific retail chain to buy from, and the factors impacting the consumer 
purchase decision regarding the brands to buy. 


Research methodology 

This study depends on two sources of data, the primary data and the secondary data. 
The results of this research- which was conducted with Saudi consumers- represent the 
primary data. The data collected through desk research represents the secondary data. 

1- Qualitative phase: 

a) Focus group discussions: the objective is to understand the consumer and 
shopper decision-making process. 

a. A total of (12) focus groups conducted across Jeddah, Riyadh and 
Dammam. 

b. Respondents are male and female shoppers, ranging from the age of 
25-55 years old. 

c. Each group consisted pf 6-8 respondents. 

d. Respondents are representing the majority of the social classes (AB, 
Cl, C2 and DE). 

<<° 

The focus group discussions are mainly addressing the perception of retail chains, the 
main drivers and barriers of buying from specific stores, who is the main buyer and the 
key influences, the role of price and promotion, and the role of point-of-sale materials 
in affecting the buying decision. 

b) Ethnography: the objective is to understand the process of shopping by 
observing the shopper and mapping the whole shopping process, the 
complete route-to-purchase starting from the home till reaching the store. 

a. A total of (30) ethnographic interviews conducted across Jeddah, 
Riyadh and Dammam. 

b. Respondents are male and female shoppers, ranging from the age of 
25-55 years old. 

c. Respondents are representing the majority of the social classes (AB, 
Cl, C2 and DE). 

The ethnographic interviews are mainly conducted to map the shopping preparation 
process starting at home, mapping the behavior of the shopper in front of the aisle, 
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exploring the role of the special displays and the point-of-sale materials in shifting the 
consumer purchase decision and observing the shopper behavior in selecting the 
products and brands. 

2- Quantitative phase: 

a) In-home quantitative interviews: The objective is to quantify the factors 
and drivers that impact the shopping behavior and purchase decision, but do 
not necessarily occur in from the aisle. 

a. A total of (400) respondents interviewed across Jeddah, Riyadh and 
Dammam. 

b. Respondents are male and female shoppers, ranging from the age of 
25-55 years old. 

c. Respondents are representing the majority of the social classes (AB, 
Cl, C2 and DE). 

The in-home quantitative interviews are mainly conducted to quantify the qualitative 
phase, regarding the consumer perception about the retail chains, the drivers and 
barriers of buying from specific stores, role of the price and promotion, buyers and key 
influences of the buying decision, and the shopping preparation process. 

b) Observation and interview on the aisle: the objective is to quantify the part 
of the in-store influences like displays and point-of-sale materials and their 
effect on the buying decision, and to quantify the reasons for choosing or 
shifting from specific brands to others. 

a. A total of (800) in-store observations were conducted across Jeddah, 
Riyadh and Dammam. 

b. Respondents are male and female shoppers, ranging from the age of 
25-55 years old. 

c. Respondents are representing the majority of the social classes (AB, 
Cl, C2 and DE). 

The observation and interview on the aisle is mainly to quantify several dimensions, 
like the awareness and usage of different brands, shoppers profile and demographics, 
decision process of several categories, the perception of shelf organization, and 
purchase motivations at various brands. 
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The retail chains included in the research 

Carrefour, Hyper Panda, Danube, Bin Dawood, Farm, AlOtheim, A1 Raya, Sadhan, 
Tamimi. 


The categories included in the research 

Confectionary/snacks, Dairy, Frozen food, canned food, beverages, household care, 
personal care, cigarettes, feminine paper products, Diapers, infant food and cereals. 


Reliability and validity 

A version of the developed questionnaire was taken to a pre-testing before the main 
study to achieve the reliability and validity. The sample respondents used in the pilot 
were not counted as part of the main study. Based on the results of the pilot, the 
definitions and re- worded questions have been adjusted. This step was taken to make 
sure that the questionnaire measures the concept under study in a consistent way, and 
also if the questionnaire will produce similar scores when used in the actual field work 
(Coughlan et al., 2007). It is recommended to use existing questionnaires that have 
been proved to be reliable and valid in previous studies and widely used before. 
However, this could not be applied in this research because the information 
requirements in the questionnaire are of specific nature and it is a one-off study. 
Therefore, the questionnaire was developed from scratch (Meadows, 2003). To avoid 
any biased responses and false information, questions about income and other private 
information were avoided. The questions were straightforward, clear and unambiguous 
to enable the respondent to feel self-confident, feel at ease while answering, and do not 
feel ignorant (Coughlan et al., 2007). 


Data collection accuracy 

The questionnaire is abiding by the common rules of questionnaire design to ensure 
the data collection accuracy. Each question is addressing only one point to avoid dual 
answers meaning, and plain language is used to avoid using uncommon language or 
expressions to some respondents. The active tense is used to avoid complication in 
understanding, dividing up the ideas into a series of questions is easier to understand 
by respondents rather than expressing all in one long question. The negative statements 
are avoided to make questions more clear and easy to answer. Leading questions are 
avoided to eliminate the respondents’ bias by making them give expected answers 
(Lietz, 2010). Random call back checks were conducted with some respondents to 
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ensure he/she was the one who answered the questionnaire by asking him or her few 
questions to check comparability of both responses. The aims of the research are clearly 
identified and stated, and the hypotheses under question are precisely formulated. 
There is a high degree of representativeness of the sample to the population by 
choosing different age brackets and genders, and a quite large sample is used to 
increase the precision factor. Ethical considerations of autonomy, non-maleficence is 
taken into account to avoid any harm occurring to respondents or giving them the free 
will to participate or not. The robustness of data is measured by using the mean or the 
median. The spread of data is measured by using the standard deviation. Both measures 
are considered the basis for parametric significance test to make sure the data is 
representing the total population, and the inferences could be extended to the total 
population (Easterby-Smith et al., 2012). 
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CHAPTER IV 


Findings, analysis, and evaluation 


The research attempts to validate four hypotheses 

HI : The national retail chains are the main driver for shifting the consumer purchase 
decision. 

H2: The price discounts and the private label brands in the low risk product categories 
are creating a flat market, where brands’ image and value are of low consideration, and 
in some cases are seen with no difference. 

H3: National brands are dragged into price wars which have a negative impact on the 
brand image and value. 

H4: The concept of ‘always on discount’ is creating low price-driven consumers who 
are more conscious about the price rather than the value, in the low risk products 
categories. 


The research findings 

Planning for the shopping trip 

From the qualitative phase of the research it is found that when it comes to planning 
and deciding for the monthly grocery shopping, housewives play the major role in 
defining the missing household products. Therefore, the majority of them check what 
they need before the date of the shopping, or by keeping a list in the kitchen and adding 
things while browsing between aisles. As for the weekly/daily needs, either they send 
their husband with a shopping list, or they just go along without planning and try to 
remember the few things that they need, plus grape whatever products that are on their 
way in case it has an attractive price discount offer. 
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Table 1. How consumers define the different trade channels 


Hypermarket Supermarket Grocery Wholesaler 


Store type characteristics 

Large stores where you can 
find everything (not just food) 
and considered to be a 
complete/comprehensive 
stores, and it’s usually found 
in big malls. 


Shoppers characteristics 

•Mostly middle & upper class 
•Educated & modern who 
like to check & discover new 
things while shopping. 
•People who care about 
details & find high quality 
products 

•Local & foreigners 
•Majority do their large 
monthly /bi-weekly shopping 


Store type characteristics 

Smaller store size than 
hyper yet larger than 
grocery, however mostly 
used for daily/weekly needs 
and not for large scale 
shopping. 


Shoppers characteristics 

•All social classes 
•Mostly used for daily needs 
(e g. Pepsi, milk, juice, 
yoghurt, etc) 

•Have more products 
variety than groceries 


Store type characteristics 

Small shops located nearby, 
and it’s for fast and quick 
purchases 


Shoppers characteristics 

•Those who live nearby and in 
a hurry to buy some products 
that run out 

•Those with no transportation 
to go to larger stores 
•Workers or people with little 
money 

•Children & students 
•Uneducated people who 
don’t know that they can find 
cheaper products elsewhere. 

.CF 


Store type characteristics 

Large stores that sell 
products in big quantity for 
lower price. 


Shoppers characteristics 

•Mostly for people with large 
families 

•People who wants to buy 
many things at low price 
•For products that can be 
kept for a long time, such as 
rice, sugar, oil, salt, etc 


The qualitative phase of the research reveals that consumers clearly differentiate 
between the different types of the retail outlets. The consumers prefer the hyper and 
supermarkets the most for their shopping. The preference is due to the availability of 
wide range of products, high quality products, and because these outlets are located in 
malls. The middle and upper classes constitute the majority of shoppers of these retail 


outlets. On the other hand, the groceries are considered convenient for the quick and 


day-to-day purchases. Meanwhile, the wholesalers are considered convenient to the 


large families who buy their needs in bulk, and search for the lowest prices possible. 
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Table 2. The advantages and disadvantages of each trade channel 


Hypermarket 

Supermarket 

Grocery 

Wholesaler 

Benefits / Likes 

Benefits / Likes 

Benefits / Likes 

Benefits / Likes 

•Fun to go, considered as a 
recreational place 
•Good & fresh quality 
product 

•Availability of all products & 
brands 

•A lot of offers, discounts, 
and promotions 
•Many in front cashiers 

•Have more product/brands 
variety than groceries 
•Quick service 
•Available in neighborhood, 
near to most people house 
•Have lower prices than 
groceries. 

•It covers daily needs & 
emergencies 
•Home delivery 
• Close to everyone’s house 
and is easy to access it 

•Overall, lower prices than 
Hypermarkets, but when 
hypermarkets have offers, 
then it becomes expensive 
•Large product variety 
•Visited more often during 
Ramadan period 

Drawbacks / Dislikes 

Drawbacks / Dislikes 

Drawbacks / Dislikes 

Drawbacks / Dislikes 

•Not enough parking lot 
•Can be very crowded 
specially at the beginning of 
the month & weekends 
•Males are complaining that 
they end up over spending 
because of the large 
products variety 
•Sometimes products on 
offers finish before the 
advertised period. 

•Higher prices than 
hypermarket 
•Limited products/brands 
variety 

•Limited offers 

•High prices 

•No special offers 

•No product variety & brand 

choice 

•Some do not have a good 
fridges & clean , organized 
place 

•Sometimes products are 
expired 

•Unorganized, products are 
left in cartons 
•Sometimes product packs 
are left open, it becomes 
dusty 
•Crowded 


The qualitative phase of the research reveals that hyper and supermarkets are known 
for their variety of products offered, the various promotional offers, and the huge 
discounts available for various categories. The shoppers prefer them because most of 
these retail outlets are located inside the malls, where the consumers can go for the 
entertainment and other shopping purposes. 
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Table 3. The in-store route 


Prior going to start 


At the main section 


Shoppers do not always follow the route of the store and/or 
specific order. The majority of them take the promotional 
brochure and visit the sections with promotions first and 
then might move from one aisle to another and then return 
back to the same aisle more than once to buy products 
needed. However, they tend to visit all sections to check 
whether there are any new products or whether they need 
something which is not included on their shopping list 
memory. But very few shoppers with carrying list tend to 
follow their list first and while walking, they might be 
attracted by promotional items. 


•ALWAYS/More frequently visiting: fruits & 
vegetables, dairy products, rice, oil, cans, 
kids' section, sugar, juices, meat 

■LESS frequently visiting: clothes, section, 
electrical appliances, kitchen tools section, 
cleaning products, personal care, mobiles, 
furniture 


In front of shelf 


Browse Products 


Grab & Go Products 


Brand is not one of the things that the majority will stop and 
check in front of the shelf as not only they know which brand to 
take but also know its place on the shelf. Browsing through the 
shelves is either looking for alternative or trying something new. 
More time is spent if they wish to check prices, promotions, 
sizes, and ingredients 

They spend more time in disinfectants products, tuna canned 
food, personal care/cosmetics, candies, fruits & vegetables and 
shampoos. 

They spend less time in the detergents section & flour section as 
they know in advance the wanted brand 


& 


cl 


Candies 

Juices 

Personal care products 

Soft drinks 

Soap bars 

Milk 

Fruits and vegetables 

Bread 

Detergents 

Chips 

Garbage Bags 

Dairy products 

Facial creams and 

Cream cheese 

moisturizers 

Corn 

Meat and chicken 

Hot Sauce 

Electrical appliances 

Vinegar 

Rice 

Pasta 

Spices 



The qualitative phase of the research shows that the first thing the shoppers do- before 
stepping into the retail outlet- is to check the outlet leaflet. This leaflet communicates 
the various promotions available. The shoppers go directly to the promotion sections 
or the aisles of the products that offer the price discounts. However, the consumers tend 
to visit all the other sections inside the store to be updated about the new products, and 
the other promotions available for other categories. 
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Chart 1. The profile of shoppers 


100 % 

90 % 

80 % 

70 % 

60 % 
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u A/B ■ Cl u C2 U D/E 
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Total 


Jeddah 


46 



Dammam 


Cr 

Riyadh 

Base: All respondents. 95% confidence interval 
* Indicates significant difference 

The quantitative phase of this research shows that the majority of the retail shoppers 
fall under the Cl and C2 social classes, with more than (75%) of the shoppers. The 
qualitative phase of this research indicates that the respondents of the AB social class 
are not always performing the shopping trip by themselves, but rather they send their 
maids or their drivers to the retail outlet, with a specific shopping list. On the other 
hand, the DE social class prefers to shop from nearby groceries and wholesalers. 
Kumar and Kothari (2015) suggest that understanding the profile of the shoppers is 
crucial for the strategic brand management because of the increasing market share of 
the PLBs at the cost of the national brands. 
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Figure 1. The purchase planning tree 

The qualitative phase of this research shows the detailed shopping planning process of 
the consumers. The process is split into four types. 

A-Planned and predetermined: those who buy a product and have a brand in mind 
before entering the store. 

B-Planned and non-predetermined: those who purchase a product and do not have a 
brand in mind before entering the store. 

C-Unplanned and predetermined: those who do not intend to buy a product but have 
a brand in mind. 

D-Unplanned and non-predetermined: those who do not intend to buy a product and 
do not have a brand in mind. 

For the Saudi consumers, the shopping has become a very common activity since malls 
are more of a one stop shop. They enjoy going to malls as it fulfdls several functional 
and emotional needs they have. Going to malls is for them a kind of entertainment, a 
place for all the family, a place to break out, a place to relax and to get updated about 
all the new trends in fashion, food and entertainment. In Saudi Arabia, most of the retail 
chains are located inside the malls. 
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Foods 

Category 

100 % 




If a choice is been made in the store it 
is unplanned. This could be due to 
promotional activity. 


Figure 2. The purchase planning tree 
Base: All respondents. 95% confidence interval. * Indicates significant difference. 


The quantitative phase of this research quantifies the purchase planning tree illustrated 

L , m ' 

in (Figure 1). The above figure indicates that (76%) of the consumers have a planned 
shopping trip with predetermined brands in mind. However, the remaining (24%) of 
the consumers take the decision on which brand to buy in front of the shelf. The 
decision is based on the promotional offer provided by the retailer. This result supports 
the (HI) indicating that retailers are implementing strategies that impact the consumer 
purchase decision inside the outlet. Also, it shows that a considerable number of 
consumers take the brand decision based on the promotion offered. 
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Chart 2. Leaflets of discounts and shopping list 

■ Promotions Brochure U Shopping list u Neither a Promotions brochure Nor Shopping List 



Base: All respondents. 95% confidence interval. * Indicates significant difference. 

The chart shows that (57%) of the shoppers enter the retail outlet while holding the 
leaflet of discounts to check on the brands that have discounted price. A significantly 
higher proportion of the males (44%) hold the shopping list compared to females 
(20%). On the other hand, a significantly higher proportion of the females (65%) hold 
the leaflet of discounts compared to males (50%). This result supports the (HI) 
indicating that the retailers drive the shift in the consumer purchase decision by making 
the consumer always expecting a type of discount. This, in turn, could shift consumer 
purchase decision from one brand to another, based on the intensity of the discount 
available on the brand considered. This result also reflects on the (H3) and (H4) 
indicating that the national brands are dragged into price wars by being offered under 
frequently discounted prices by the retailers. The retailers aim to attract more shoppers, 
which negatively impacts the brand value and image over the long term. 
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Table 4. The frequently visited sections in the retail store 



Section 

available 

Usually 

visited 

I s ' 

% 

2nd 

% 

3 rd 

% 

4 th 

% 

5 th 

% 

6 th 

% 

7 th 

% 

8 th 

% 

gth 

% 

10 th 

% 

Packaged goods 
- food 

too 

99 

*25 

*23 

14 

16 

9 

8 

2 

i 

2 

0 

Delicatessen 

100 

99 

19 

*21 

*19 

15 

10 

7 

6 

2 

1 

1 

Packaged goods- 
non food 

100 

98 

8 

15 

*21 

*18 

*18 

10 

5 

3 

1 

2 

Dairy 

99 

96 

9 

13 

13 

*16 

16 

*16 

9 

2 

1 

2 

[ Promotions 

99 

93 

*28 

7 

11 

6 

12 

14 

10 

4 

2 

2 

Bakery 

96 

88 

6 

10 

10 

14 

*16 

*15 

*11 

5 

3 

1 

Meat counter 

97 

68 

2 

4 

8 

9 

9 

14 

*13 

6 

2 

2 

Electronics 

83 

40 

2 

4 

2 

3 

2 

4 

8 

*7 

*7 

2 

Fish counter 

81 

35 

1 

3 

2 

3 

5 

4 

5 

*8 

3 

*3 

Clothing 

70 

30 

1 

1 

2 

2 

3 

2 

5 

7 

*5 

*3 


Base: All respondents. 95% confidence interval 
* Indicates significant difference A 

cF 

The table shows that almost all the shoppers visit most of the store sections. However, 
the promotion section is significantly visited first by (28%) of the shoppers, followed 
by the packaged food section (25%); which is significantly higher than the other 
sections that are visited first. This result gives the indication that the promotion section 
of the packaged goods/food is the first point of attraction in the shopping trip. This 
result supports the (HI), (H3) and (H4) indicating that the consumers always expect to 
find promotions/discounts on the packaged goods. Therefore, the promotion section is 
the first visited at the outlet. Also, the result supports the suggestion that the shoppers 
became promotion-seekers consumers. 
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Chart 3. The discounted versus non-discounted brands 


Yes Li No 
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Base: All respondents. 95% confidence interval 


D/E 


Indicates significant difference 




The in-store observation shows that (55%) of the consumers handled first the brands 
that are on promotion or discounted price before they handle the brands that are not on 
discounted price. This result supports the (H4) suggesting that the retailers are creating 
a low price-driven consumers who always seek a discounted price on the national 
brands. 
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Chart 4. The types of promotion for the first product handled 


■ Reduced price 

Free product (e.g. flour) FOOD TYPE attached 

■ Extra volume (%) for free 


u Multiple packs at reduced price 

■ Scratch and win 

■ Free gift (e.g. pan, tray) 


100% 

90 % 

80 % 

70 % 

60 % 

50 % 

40 % 

30 % 

20 % 

10 % 

0 % 



Total Jeddah Riyadh Dammam Male Female 


j' 

Base: shoppers whose first product handled was on promotion. 95% confidence 
interval 


* Indicates significant difference 


The chart shows that the most common types of promotion offered by the retailers are 
the reduced price and the multiple packs at a reduced price. This result supports the 
(HI) and (H3) indicating that the national brands are forced to be continuously on 
promotion. The discounted prices are creating a low price-driven consumer who prefers 
to buy the brand when it is on promotion. Alvarez and Casielles (2005) support this 
result by identifying four main types of promotion strategies that are used by retailers 
to generate traffic. 


- Direct price: reduction without any precondition such as the direct discount. 

- Indirect price: reduction without any precondition such as the free gifts. 

- Direct price reduction with a precondition: such as the loyalty programs. 

- Indirect price reduction that requires a precondition: such as the trade- in 
programs. Instead of receiving a direct discount on the new product, the consumers 
receive a higher compensation for the old product examples (Cars and motorcycles). 
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To achieve their target volumes in the modem trade channel, the national brands are 
continuously under pressure to sacrifice part of their profitability and brand premium 
equity, by frequently offering their brands under one or many of the above-mentioned 
promotion types, especially type 1, type 2 or type 3. 

Price discounts effect on brands' image 

- Direct price reduction without a precondition and indirect price reduction with a 
precondition do not show significant changes in the brand perception (image and 
prestige). 

- Direct price reduction with a precondition and indirect price reduction without a 
precondition have an adverse impact on the brand perception (image and prestige). 

Chart 5. Which product do consumers buy 


■ Yes J No 



Total Jeddah Riyadh Dammam Male Female 


Base: All respondents. 95% confidence interval. * Indicates significant difference. 


The chart shows that during the shopping observation, more than (70%) of shoppers 
buy the first product they handle from the shelf. It is crucial to remember that more 
than (50%) of shoppers handled first the product that is on promotion (chart 3), which 
means that the majority of the consumers who handled the product that is on promotion, 
ended up by buying it. This result supports the (HI) and (H4) suggesting that the 
retailers’ promotional offers impact the consumer purchase decision and create low 
price-driven consumers. 
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Chart 6. Which product do consumers buy 


Product Bought On Promotion? 


Type of promotion 



2 pack at lower price 

Discounted price/reduced price 

2 packs*small pack at discounted 
price 

Scratch and win 

Free gift with the product 
Mazola com oikGhee 500 ml free 

Gold gift offer 
Buy 3 packs at discounted price 


Free product with oil 
2 packs of Afia oil+2 Goody pasta 



C& 

\BJse: Respondents who mentioned that the product bought 
A was on promotion (230) 

Base: 95% confidence interval 
* Indicates significant difference 

<R 

The consumers who buy the products on promotion (58%) do remember correctly the 
type of promotion that is offered by the product they buy (97%). The main two types 
of promotions that are available are the two packs at discounted price (29%) and the 
direct price discount (28%). This result supports the (HI) and (H4) suggesting that the 
retailers’ promotional offers impact the consumer purchase decision and create a low 
price-driven consumers. Also, the results support the (H3) and (H4) suggesting that 
retailers create a flat market, by always offering discounts on national brands which 
impacts the consumer purchase decision (Chandon et al., 2000). 
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Chart 7. The impact of the point-of-sale materials 


u There was no POS material on the product purchased \J NO, did not pay attention ■ YES, paid attention 



Base: shoppers who noticed the POS materials. 95% confidence interval 
* Indicates significant difference 

The chart shows that (97%) of the shoppers notice the POS materials of the first product 
they handle on the shelf. This result supports the (HI) indicating that retailers adopt 
different strategies to impact the consumer purchase decision that would shift the 
consumer purchase towards the promoted brands. The presence of attention-inducing 
stimuli such as point-of-purchase displays can trigger positive affective appraisal 
among consumers regarding the particular product being promoted (Parker and 
Tavassoli, 2000). Such strategies can have an influence on the consumers’ brand image 
perceptions and price consciousness. The consumer attention, i.e., store-level 
promotion, and consideration variables, i.e., price consciousness and brand equity, can 
significantly increase the impulse purchase decisions (Lichtenstein et al., 1993). 
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Chart 8. The importance of POS material on influencing the purchase decision 


■ Very Important U Important < Average 



Promotional Shelf Talker Flyers/ Floor display Floor display Gondolas 
Leaflet at the Leaflets at the - Type A - Type B 

entrance of shelf 

the store 

Base: All respondents. 95% confidence interval. 


Small TV TV Screens in Sampling 
screens at the the aisles stand 
shelf 


Indicates significant difference. 


The chart shows that (89%) of the shoppers consider the leaflet at the entrance of the 
store, as the main driver for impacting their purchase decision; based on the price 
discounts offered by the various brands. Hence, the consumers coidd switch between 
the various brands based on the leaflet. This result supports the (HI), (H3) and (H4) 
indicating that the retailers use different promotional tools to impact the consumer 
purchase decision and that the price discounts is of significant importance to consumers 
to choose between the various brands. Hence, the national brands are always under the 
pressure of retailers’ strategy of price discounts which negatively impacts the brand’s 
equity on the long term (Parker and Tavassoli, 2000). 
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Chart 9. The main reasons considered for buying a specific brand 

The price is good 
Well-known brand that I trust 
High quality 
It is the brand I usually buy 
It is on promotion 
Good Taste 
The pack size is suitable 
Good packaging 
Nutritional Value 
It is a new product I want to try 
Recommendation/Advice from family/ friends 

Base: All respondents. 95% confidence interval. * Indicates significant difference. 

,o , 

This chart shows that in the low-risk product categories like edible oils and sugar, the 
price, the trusted brand, and the quality are at the top of the main drivers for purchase 
choice. Depending on the category’s sophistication level, the shoppers’ driver of brand 
choice depends on the brand name, price or quality. 

Kumar and Kothari (2015) suggest that the consumers are split into two types. The 
consumers who give more weight to the quality of the brand and are willing to pay a 
premium price to get this high quality, and the consumers who seek a reasonable quality 
at a reasonable low price. The second type of consumers takes their purchase decision 
based on the availability of the product and its low price. However, the first type takes 
the decision of purchase based on the brand equity and the brand name image. 

In the high-risk product categories, the shoppers’ driver of the brand choice depends 
mainly on the brand name. For instance, in cigarettes (100%) of the shoppers, in 
shampoos (90%) of the shoppers, in energy drinks (85%) of the shoppers, in skin care 
(86%) of the shoppers, and in feminine care products (88%) of the shoppers, and with 
the lowest being air care (57%) of the shoppers. 
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In the low-risk product categories, the shoppers’ driver of brand choice depends mainly 
on the price discount/promotion. For instance, in the edible oil (60%) of consumers, in 
snacks (41%) of consumers, in bottled water (28%) of consumers, in detergents (25%) 
of consumers, and with the least being tea (6%) of consumers. Although it still seems 
that a good percentage of the shoppers in the low-risk products depend on the brand 
name and the quality as the main drivers of the brand choice, but the point is that those 
depending on the price discount are not negligible, especially that they are increasing 
over time. 

Ehrenberg et al. (1994) suggest that the positive post effects from a price promotion 
could occur if the promotion attracted some new users who repeat the purchase of this 
same brand later, hence no long-term favorable effects for the national brands. The 
prime reason is that the price promotion attracts mostly existing consumers, albeit 
infrequent buyers or switchers, and that the few new buyers attracted have a low 
propensity to re-buy the brand after the promotion. 

One would expect that there may be longer term negative impact of price promotions 
on the volume of the promoted brand, due to reference price effects. Of course, other 
related effects such as competitor retaliation may mean price promotion for one brand 
become antecedents to promotions for other brands which may cause changes in actual 
- therefore contextual-reference prices for the entire category (Rajendran and Tellis, 



Chart 10. Main brand used versus substitute brand 



Base: All Respondents who purchased their main brand 
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Base: All respondents who purchased their main brand. 95% confidence interval. * 
Indicates significant difference 

This chart indicates that (24%) of the shoppers shift from their most often used brand 
and buy another brand instead, mainly the brands that are on promotion. Meanwhile, 
around (50%) of those consumers who insist on buying their most often used brand, 
actually buy it when it is on the promotion. This result supports the (HI), (H2) and 
(H4) indicating the impact of retailers on shifting the consumer purchase decision 
towards low priced brands and creating a promotion-driven consumer. 

The modern trade shoppers are more willing to switch between various brands in the 
low-risk product categories depending on the most attractive price discount. For 
instance, in the bottled water (55%) of the consumers, in snacks (47%) of the 
consumers, in juices (37%) of the consumers, in detergents (32%) of the consumers, in 
edible oil (30%) of the consumers, and in rice (25%) of the consumers. All those 
shoppers have actually switched to other brands when they found their most often used 
brand was not on promotion at the time of shopping. 

Chart 11. The reasons of switching from the most often used brand 

I want to take advantage of the promotions 




I like to change brands in general 


14 


I want to have different flavours at home 


14 


All brands are the same 


I always like to taste new products 


B 

I 


0 10 20 30 40 50 60 70 


Base: only those who have switched their most often used brand. 95% confidence 
interval 

* Indicates significant difference 
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During the store exit interviews, more than (75%) of those who switched to brands 
different than their most often used brand, they confirm that they wanted to take 
advantage of the promotion offered by the new brand they bought. This result supports 
the (H4) indicating that some consumers became promotion oriented shoppers who are 
seeking lower prices, regardless of the brand name. Also, it supports the (HI) indicating 
that the retailers motivate the shift of the consumer purchase decision towards low 
priced brands. 

Chart 12. Actual versus claimed prices 


Is there a discrepancy between actual price and the claimed price? 



Base: 95% confidence interval 
* Indicates significant difference 


Unsurprisingly, because of the continuous price discounts, the shoppers became not 
aware of the original base price, i.e. ‘reference price’ of their most often used brands. 
More than (50%) of the shoppers could not recall exactly the original base price of their 
most often used brands. Lattin and Bucklin (1989) suggest that the frequent price 
discounts adopted by the retailers lower the consumers’ reference price point for the 
brand; resulting that sales volume at regular prices will decline due to the consumer 
resistance to paying higher-than-promotion prices. 
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Chart 13. The reasons of shopping from retail chains 


It has a wide selection of products 
It has the best/lowest prices 
Its products are always fresh 
It is clean 

Its products are of high quality 
I can find all the brand/ products I need in this store 
It always has good promotions/special offers 
It is close to where I live 
Has good store layout 
I trust the quality of the in-store brands 
Good ambience (lighting, air-conditioning) 
Shelves are well organized 
It is spacious/ wide aisles 
It has convenient parking arrangements 


Base: All respondents. 95% confidence interval 
* Indicates significant difference 
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The chart shows that more than (65%) of the shoppers prefer to buy from the retail 
chains because they have the best/lowest prices compared to other trade channels like 
groceries. This result supports the (HI) and (H4) suggesting that the retailers attract the 
shoppers by offering the lower prices, hence affecting their purchase decision and 
motivating the growth of a new segment of consumers who are promotion-oriented. 


The small but frequent discounts relative to a store’s historical average price within a 
category are more likely to encourage a low price image compared to the infrequent 
promotions with deep discounts. The price image is similar to a retailer’s brand image 
in that both represent an overall evaluation of the store that can influence the evaluation 
of the individual items offered in that store. The store’s brand image is a 
multidimensional construct comprising a variety of both the price and non-price 
aspects. However, the price image is a unidimensional construct that reflects consumer 
perceptions of the overall level of prices at a given retailer, in this context, the price 
image can be viewed as one aspect of the retailer’s overall brand image (Manikandan, 
2012 ). 
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Chart 14. The categories that are mostly promoted by the retailers 


I Categories Mostly seen on Promotion ♦ Ranking in terms of relevance 













o 


Base: All respondents. 95% confidence interval 
* Indicates significant difference 

The chart shows that the most promoted categories by the retailers are the packaged 
food categories. All the above indicated products fall under the umbrella of low-risk 
product categories. This result supports the (HI), (H2), (H3) and (H4) indicating that 
the retailers create a flat market in the low-risk product categories by offering 
continuous promotions. Therefore, the consumers consider the price discounts as the 
main driver of choice between the brands. Hence, the brand equity became of less 
importance to consumers when deciding on the brand to buy, especially when all the 
brands are perceived to have an equal quality. 


The private label brands 

Schnittka et al. (2015) suggest that using a retailer’s chain name that has positive 
associations to designate a PLB improves consumers’ attitude toward the PLB relative 
to the national brand. This effect is strong in the low-risk product categories that have 
a low brand relevance. Using a chain name for the PLBs increases consumers’ 
recognition of a PLB to be the belonging to a specific store, which creates 
differentiation and improves the attitude towards the PLBs and increase the loyalty to 
the retail outlet. Manikandan (2012) suggests that not all the product categories are 
patronized in a similar way by the consumers. Therefore, the purchase of the PLBs 
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varies with categories of products, and the mean quality of the product category affects 
the sales of the PLBs. 

From the qualitative phase of the research, the shoppers indicate that the PLBs are the 
cheapest among similar products such as edible oil, sugar flour, and tomato paste. 
According to Nielsen Retail Measurement Service (2015), the PLBs in the edible oil 
category have grown from (2%) in 2007 to reach (8%) in 2015. In the sugar category, 
the PLBs have grown from (2%) in 2009 to reach (5%) in 2015. In the categories like 
the bouillons, oats and canned fruits, the PLBs are the third in place regarding the 
volume share; and continuously growing. The adverse effects of the PLBs low prices 
are lower when the consumer involvement with the product purchase is low. The 
product provides a low utilitarian value for the consumer, or when the common nature 
of the sales promotion for the brand or in the respective industry is low (Davis et al., 
1992; Raghubir and Corfman, 1999). Kumar and Kothari (2015) suggest that the 
consumers depend on the word of mouth, the advertising inside the stores, and the 
promotions for purchasing the PLBs. 

There is a positive relationship between the retail outlet’s image and the perceived 
quality of the products endorsed by the retailer’s name. This in turn, influences the 
consumers to shift and buy the PLBs. Shetty and Manoharan (2012) suggest that the 
diminishing quality gap between the national brands and the PLBs is one of the main 
factors driving the continuous growth of the PLBs. Also, they suggest that consumers 
prefer to buy the products named after a trusted retail chain more than buying an 
unfamiliar minor national brand. Gogoi (2013) suggested that when the consumers are 
sensitive to the product quality and the brand choice, then the quality of the PLBs 
introduced by the retailers can be used as an instrument to create the store 
differentiation and thereby develop the store loyalty and the store profitability. Gogoi 
(2013) explained that the purchase intention itself develops a loyal feeling about the 
product the customer intends to buy which in turn may transform the customer to 
become loyal to the brand. Kumar and Kothari (2015) suggest that as the sales of the 
outlets’ brand increase, the retailers shift their store branding strategy by raising the 
PLBs prices, extending their outlet’s brand assortments to the high-risk categories, and 
marketing the PLBs in premium retail image format. 

Manikandan (2012) suggests that because the consumers do not consider the PLBs as 
an exclusive brand to them, it is unlikely that consumers have brand loyalty to private 
label brands, and may hold more negative attitude towards private label brands than 
the national brands. Though the brand loyal consumers of the national brands have a 
negative attitude towards purchasing the national brands on promotion, they show 
some favorableness to purchase them on deal. 
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CHAPTER V 


Conclusion 

, cF 


The rapid growth and the development of the PLBs share has negative effects on the 
manufacturers brands’ shares and has changed the rules of competition between the 
brand manufacturers and the retailers. Cuneo et al. (2015) suggest that in the countries 
where the PLBs have a high penetration, the brand manufacturers struggle to develop 
the strategies to compete. In the countries where the PLBs still have a relatively low 
share, the brand manufacturers need to know if and when the PLBs will create the 
competitive challenges. 

More than (60%) of the modem trade shoppers receive the leaflets on the promotion 
and the discounts offered by the retail chains, at their doorsteps. More than (55%) of 
the modem trade shoppers hold the promotional leaflet while surfing the aisles inside 
the store. This indicates the significant impact of the promotional leaflets on the store 
selection and the brand purchase decision. In case the promotion schedules differ from 
store to store, it can induce store-switching behavior because one store may be 
temporarily more attractive than the other in this period (Narasimhan et al., 1996). 
However, in the case of the modern trade in KSA, the retail chains run the promotions 
on a weekly basis. Therefore, we can expect a cancellation of effects between the 
competing stores. Based on that, no cross retailer effects arise from a price promotion, 
particularly in the consumer food products. 

However, the situation might be different for the categories such as the consumer 
durables, where a switching behavior to other retailers could happen according to the 
intensity of the promotion and the category being promoted. This switching behavior 
is because the consumers in such a case are willing to spend an extra effort to select a 
store with the most competitive price. Beatty & Smith (1987) suggest that consumers 
visited around three stores on average when buying the major appliances. 


More than (50%) of the shoppers handle firstly a product that is on promotion, and 
around (60%) of these products are on price discounts or multiple packs at reduced 
price. However, as suggested by Blattberg and Neslin (1990), although the price 
promotion, in general, is regarded as an efficient technique for short-term increases in 
sales, it negatively can affect a brand’s reputation in the long run. The negative effects 
include the lower brand loyalty and decreased quality perception and brand image 
(Blattberg and Neslin, 1990). There may be a lack of long-term benefit from the price 
promotions, and there can be potential damage to a brand if it is over-promoted. 

The indirect price reduction without a precondition and the direct price reduction with 
a precondition are significantly more detrimental to the brand image than the indirect 
price reduction with a precondition. However, neither the direct price reduction without 
a precondition nor the indirect price reduction with a precondition has a negative effect 


46 


on the brand perception. On contrast, they are more beneficial for sales and not harmful 
for the brand. Hence, the price promotion activities that allow for a direct quantification 
of the precondition or that offer additional products of features without a limited 
eligibility were less beneficial for the sales and were detrimental to the brand (Dawes, 
2004). 

The price promotions may have positive longer-term impact on the category sales; 
however, the degree to which the category sales can be expanded in the long term 
depends on the extent of substitutability across the categories. The stockpiling plays a 
major role in the category expansion (Chandon and Wansink, 2002). The products that 
are more convenient tend to be consumed faster once stockpiled, so there is no negative 
impact on the longer-term on the category purchasing incidence or the quantity after 
the price promotion (Pauwels et ah, 2002). Therefore, the stockpiling or the 
acceleration effect due to the price promotions is unlikely to have an impact on the total 
category sales. The promotions induce some buyers to buy ahead or stockpile and 
prompt certain level of increased consumption for those consumers in the short term 
(only as long as it takes to use up the excess product somewhat more quickly than 
normal). However, the increased consumption is only for the period that the stockpiled 
product lasts. The consumption levels presumably revert to pre-promotion levels 
relatively quickly. 

More than (75%) of the shoppers pay attention to the POS materials inside the outlet 
which could motivate their purchase decision to shift to other brands different than 
their most often used brand. Around (24%) of consumers switched the most often used 
brand and bought another brand because of the attractive price discount offered by that 
brand. Bell et al. (1999) suggest that on average (75%) of the short term effect of the 
price promotions is brand switching and (25%) is purchase acceleration. Certain 
categories could be defined as ‘stockpiling’, categories where a rise in average 
purchase quantity is accompanied by a lengthening of inter-purchase interval 
(consumers taking longer term to make another purchase). In certain other categories, 
promotions are accompanied by a rise in average purchase quantity but no lengthening 
of inter-purchase interval. This implies an increase in the short term consumption. In 
the packaged goods a trough in the category sales is likely to occur after the promotion 
because the consumption of the goods in question does not increase markedly simply 
due to it being purchased. A post promotion dip in the category incidence and the 
purchase quantity is likely to happen, which is called ‘adjustment Period’. Therefore, 
the category sales can be boosted in the short term, but a short term rise may well be 
followed by a short-term trough but with lesser magnitude. 
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Around (68%) of consumers prefer to buy from the retail chains because they offer the 
lowest prices, that is why the image associated with all modem trade retailers is more 
of a price image. This price image reflects the retailers overall level of prices that the 
consumers associate with them. The retailer’s price image is likely to have a halo effect 
on evaluations of its individual prices, whereby consumers tend to evaluate the prices 
in a way that is consistent with the retailer’s price image. Changes in consumers’ brand 
perception (image and prestige) because of the price promotion can be explained by 
the ‘Attribution theory’ which suggests that individuals search for causal reasons of 
actions (Kelly, 1973). When trying to justify the price promotions, consumers may 
assume negative brand issues as reasons for a company not being able to sell the 
product at a regular price (Blattberg and Neslin, 1990). 

According to the ‘attribution theory’, individuals use patterns to build such attributions, 
i.e., promotions are common and frequent. Hence, the attributions (negative brand 
issues) can be made with certainty in such a case (Kelly, 1973). 

One of the eye opener findings of this research is the fact that consumers end up buying 
more products than what they were initially intended to buy before stepping into the 
outlet. The key reason mentioned by respondents is that they have found attractive 
promotional offers on these products they unplanned to buy. 

Accordingly, it is obvious that there is a shift in the power from national brands to 
PLBs in the Saudi market. This shift in the power is still not contained by the 
manufacturers, and consequently, most of the manufacturers are struggling to maintain 
their margins and volume sales. On the other hand, the national retailers are taking 
advantage of the success of their strategy and exerting huge bargaining power on 
manufacturers. The retailers are allocating more shelf space to their PLBs; they are 
creating a flat market through the intensive price promotions on the national brands 
which dilute the brands’ equity. The consumers perceive all the brands are of same 
quality, hence intend to buy the brands with the least price and became a deal-prone 
consumer. All these factors are impacting the consumer purchase decision and creating 
a flat market. 

Therefore, the below framework is illustrating the success of the retailers in driving the 
market to a flat market with high bargaining power over the manufacturers. 
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Shift in Power from National Brands to PLBs 


Retailers PLBs 


National Brands 


-Focus on operations. 

-Stocking most national brands 


-Commence introduction of PLBs. 

-Small amount of national 
brands rationalization 


-Retailers become a brand 
themselves, introducing higher 
quality private label. 

-Significant rationalization of 
national brands to make space. 
-Increased private label offerings 


-Through use of loyalty 
marketing databases and control 
of shelf and channel, they 
introduced highly targeted and 
tiered PLBs offerings. 


-National Brands dominance & 
strong command of shelf space, 
ranging and in-store promotion. 

-Market share growth 


-Unworried about initial private 
label offerings. 

-Continued market share growth 


-Market share pressure. 

-Continued focus on advertising 
combined with an increase in 
percentage of product sold on 
deal / promotions 

e 


-Still perceiving themselves as 
better quality despite private 
label success. 

-Continue to invest in advertising 
and increase percentage sold on 
deal in a battle for market share 
growth or maintenance 


-Successful in removing link 
between national brands and 
quality perception. 

-Continue to grow aided by 
inflation and lack of 
differentiation vs. national brands 


-Continue investing in 
advertising to maintain strong 
brand equity but are no longer 
considered better quality than 
PLBs. 

-Constant increase in percentage 
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Recommendations 
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The Holistic Approach 


Parker and Tavassoli (2000) indicated that “While products are made in the factory, 
brands are made in the mind 

To mitigate the challenge of the negative impact of low priced PLBs, and the impact 
of the retail promotions on the national brands; manufacturers need to implement a 
holistic approach. This approach would help to manage the ‘Consumer-brand 
interaction’ in a broader perspective, rather than just tactical price-driven promotions. 

1- Alignment of the business, marketing and branding strategies 

The ultimate goal of marketing is to attract and retain the profitable consumers. The 
business, marketing and branding strategies are intersecting, as all are revolving around 
satisfying the consumers’ needs better than the competition. The business will grow 
by satisfying the consumers’ needs and by having strong brands with added value 
addressing those needs. The marketing objective is to engage the consumers with the 
brand and hence to create the loyalty through the satisfaction. The branding strategy is 
consumer inspired by getting engaged in consumers’ lifestyle. This alignment should 
lead to positive financial results. 

This alignment is strategic in the sense that all the functions should be synchronized to 
achieve one specific business goal which is ‘sustainably growing the company’s 
brands. The synchronization should start by gathering the consumer intelligence, 
disseminating this intelligence to all departments to get them involved, and finally to 
be responsive by taking the actions to satisfy those needs. 

The danger that could exist in the case of the non-alignment is that the different 
departments of the company would be disconnected from the overall company’s 
strategy; hence, impossible to achieve it (Jobber and Chadwick, 2013). 


2- To adapt to the changing ‘Consumer Decision Journey’ 

If the marketing has one goal, it is to reach the consumers at the moments that most 
influence their decisions. For years, the touch points have been understood through the 
metaphor of a ‘funnel’, i.e. the consumers start with a number of potential brands in 
mind (the wide end of the funnel), the marketing is then directed at them as they 
methodically reduce that number and move through the funnel, and at the end they 
emerge with the one brand they choose to purchase. 
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Today, the ‘funnel’ concept fails to capture all the touch points and key buying factors 
resulting from the explosion of product choices and the digital channels, coupled with 
the emergence of an increasingly discerning, well-informed consumer. Therefore, a 
more sophisticated approach is required to help the marketers navigate this new 
environment, which is less linear and more complicated than the ‘funnel’ concept 
suggests. The proliferation of media and products requires the marketers to find new 
ways to get their brands included in the initial-consideration set that consumers develop 
as they begin their decision journey. The approach is called ‘Consumer Decision 
Journey’. 

3- The consumer decision journey 

The ‘Funnel’ concept suggests that the consumers systematically narrow the initial- 
consideration set as they weigh options, make decisions, and buy products. Then, the 
post-sale phase becomes a trial period determining consumer loyalty to the brands and 
the likelihood of buying the brand again. Marketers have been taught to ‘push’ 
marketing toward consumers at each stage of the funnel process to influence their 
behavior. In fact, the decision-making process is a more circular journey, with four 
primary phases representing the potential battlegrounds where the marketers can win 
or lose. 


S3 



1- Initial consideration: the consumer considers an initial set of brands, based on the 
brand perceptions and exposure to recent touch points (Ads, reports, traditional and 
electronic word of mouth, and experience). Unless consumers are actively 
shopping, much of that exposure appears wasted. Consumers tend to fall back on 
the limited set of the brands that have made it through the wilderness of messages. 
Brand awareness matters. 

2- Active evaluation: not all is lost for the brands excluded from the first stage. 
Contrary to the ‘funnel’ concept, the number of brands under consideration during 
the active evaluation phase may now actually expand rather than narrow. This is 
because consumers seek information and shop a category. The brands may 
‘interrupt’ the decision-making process by entering into the consideration and even 
force the exit of the rivals. This change in behavior creates the opportunities for the 
marketers by adding touch points when the brands can make an impact. The brands 
already under consideration can no longer take that status for granted. 

3- Moment of purchase and post-sale experience: the marketing used to be driven 
by companies; ‘pushed’ on consumers through the traditional advertising, direct 
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marketing, sponsorships and other channels. At each point in the funnel, as the 
consumers whittled down their brand options, marketers would attempt to sway 
their decisions. This imprecise approach often failed to reach the right consumers 
at the right time. 

Research has shown that two-thirds of the touch points during the active evaluation 
phase involve consumer-driven marketing activities, like the internet reviews, word of 
mouth, the recommendations from family and friends as well as in-store interactions 
and recollections of past experiences. Hence, the marketers must move aggressively 
beyond purely push-style communication and learn to influence consumer-driven 
touch points, such as word of mouth and internet information sites. When the 
consumers reach a decision at the moment of purchase, the marketer’s work has just 
begun: The post-purchase experience shapes their opinion for every subsequent 
decision in the category, so the journey is an ongoing cycle. 

The marketing should be aligned with the consumer decision journey. The marketing 
effort’s direction must change, perhaps from focusing brand advertising on the initial- 
consideration phase to developing the internet properties that help consumers’ gain 
better understanding of the brand when they actively evaluate it. Other marketers may 
need to retool their loyalty programs by focusing on active rather passive loyalists or 
to spend the money on the in-store activities or the word of mouth programs (Jobber & 
Ellis-Chadwick, 2013). 

4-Taking advantage and effectively using the digital media 

The brands succeed because of the clear brand image which is communicated and 
supported by significant level of advertising (Biel, 1990; Jones, 1990). Cutting the 
advertising spend on national brands because of fierce price competition with the PLBs 
is not benefiting the brand building strategy (Hirschman and Holbrook, 1982). 

Therefore, in such cases it is recommended to apply an Integrated Marketing 
Communication (IMC) approach, to communicate the brand’s benefits and added 
value. The digital media is now becoming a more important channel than ever to 
communicate the brands efficiently and effectively (Jobber and Ellis-Chadwick, 2013). 
However, before deciding on which digital media platform is relevant to use for the 
brand, the marketers should analyze the digital environment and the target audience in 
terms of (1) Customer access to the relevant technologies, (2) How often the target 
customer use online mediums and how they use the prospect platform, (3) How many 
hours are spent using the prospect channel versus the traditional media like TV. The 
digital media could be used to reach the consumers nationally with low cost, through a 
website specifically created for the brand for the consumer to get easy access to the 
product details and the company’s information. The sponsored links to the website on 
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search engines like google and yahoo will be placed as it will be effective to reach 
target consumers faster (Jobber and Ellis-Chadwick, 2013). 

To reach and to effectively target the consumers, a facebook fan page could be created 
to introduce the brand, its added value, price, events and new ideas generation. An 
Instagram and Twitter hashtags could be created since these mediums are interactive 
by nature and enable the company to create a dialogue with the consumers to express 
their opinion about the brand and get quick feedback and also to have an E-Word of 
Mouth to create the awareness on the product (Jobber and Ellis-Chadwick, 2013). 
Some functionality of the digital channels in E-WOM e.g., facebook, is that it 
encourages trust relationships between senders and their audiences (Hung and Li, 
2007). In the digital era, marketers could be using electronic word of mouth to create 
the brand awareness on multiple media platforms, including the social media, emails, 
web forums and blogs. Many marketers now consider E-WOM to be more effective 
than traditional advertising because the internet has enabled E-WOM, enhancing both 
one-to-one and group communication (Dobele et ah, 2005). 

The message strength and its source are essential requirements for the customer to 
judge its credibility and for the message to have a persuasion effect on him and hence, 
in his purchase decision. Also, to create a buzz around the brand and induce trial, the 
marketers should be doing activation programs in the high-end malls and shopping 
centers (Jobber and Ellis-Chadwick, 2013). 

5- Not all loyal consumers are loyalists 

Of consumers who profess loyalty to a brand, some are active loyalists, who not only 
stick with it but also recommend it. Others are passive loyalists who, whether from 
laziness or confusion caused by the dizzying array of choices, stay with a brand without 
being committed to it. Despite their claims of allegiance, passive consumers are open 
to messages from competitors that give them a reason to switch. So, companies have 
the opportunities to interrupt the loyalty loop, snaring the passively loyal consumers of 
other brands by making comparison shopping and switching easy. They are giving the 
consumers the reasons to leave, not excuses to stay. 

Therefore, the marketers should work on expanding the base of the active loyalists as 
a priority, and to do so they must focus their spending on the new touch points 
explained earlier. 

6- Focus on the profitable consumers without chasing new ones through price 
decreases 

The successful brands rely on attracting and retaining the consumers at a profit. Those 
consumers who are repurchasing because they are satisfied with the product benefits 
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that is filling a need gap they have, i.e. giving them an added value (Jobber and 
Chadwick, 2013). 

Therefore, national brands should start focusing on their ‘loyal profitable’ consumer 
segment who is buying the brand anyway whether it is on promotion or not. In fact, the 
loyal profitable consumer segment value the brand and is willing to pay its price, i.e. 
not to try attracting new consumers by chasing them with the significant price 
decreases, because after the promotion, those switchers will go away for other 
promoted brands or cheaper options, which will translate into money loss paid to attract 
switchers. 

The price promotions produce only temporary benefits for the established brands and 
create a circumstance where the majority of promotional sales come from consumers 
who tend to transfer their next purchase to whatever brand has the best promotion 
(Dawes, 2004). 

7-Amplifying the brand value - Competitive advantage 

A brand can create value for the consumer in two ways, (1) increasing benefits to the 
consumer in relation to the cost paid, and (2) decreasing the price in relation to the 
benefits the consumer gets from the product (Kohli and Jaworski, 1990). 

The manufacturers must create a sustainable superior value for its consumers than the 
competition to achieve a consistent growing performance. The consumers are, then, 
triggered to buy the product because they perceive that the expected value to them from 
that product is higher than the expected value from any alternative solution. To achieve 
a differential advantage, manufacturers must consider factors that cannot be easily 
copied by PLBs in order to have a sustainable differential advantage that should be 
focusing on consumer benefits of enhancing their comfort, wellbeing and happiness 
(Akpoyomare et al., 2013). 

The fact that the PLBs eat market share from the national brands means that more 
consumers do not find any added value or any differentiation between the benefits 
offered by the PLBs and some of the national brands, and that the price premium for 
the national brands is not justified. 
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Strategies to build the competitive advantage 

For the brand to achieve the corporate objectives, the company should assess three 
different competitive strategies. 


A) Differentiation Focus 

The company has to identify a new and small segment in the market that has an 
unfulfilled need gap for a specially designed product. This product should be different 
in all the aspects regarding the taste, packaging, communication, distribution channels, 
and price. 


Competitive advantage: The company would be the first to target this new niche 
consumer segment by a specially designed, and highest quality product at a premium 
price, in a premium packaging and sold in the premium stores. The objective is to 
appeal to this target consumer with an entirely different marketing mix than the 
company’s flagship brand. Hence, it would have the opportunity to a ‘first mover’ 
leadership position in this segment (Jobber and Ellis-Chadwick, 2013). 


The resources required: For the company to achieve its competitive advantage it 
should understand the nature (superior skills & resources) and location of the potential 
sources of the competitive advantage. This could be done by a value chain analysis to 
locate superior skills and resources (Jobber and Ellis-Chadwick, 2013). 

QS 

To achieve a differential advantage, the company must consider factors that cannot be 
easily copied by the competitors to have a sustainable differential advantage that should 
be focusing on consumer benefits of enhancing their comfort, wellbeing and happiness 
(Akpoyomare et al., 2013). 


Sustaining the competitive advantage: The company should create a strong entry 
barrier to this new segment by: (1) being ‘first mover’ into this segment. (2) 
Considerable promotional expenditures to promote the segment and the brand. (3) 
Building strong brand personality. (4) Staying connected to consumers. (5) Innovative 
new variants needed by the target consumers. 


B) Cost Focus 

The manufacturer should be capitalizing on its huge production capacity, wide 
distribution reach, huge purchasing power (raw materials and packaging materials), to 
bring down the cost of the product. Hence, it would be able to maximize the 
profitability while still maintaining an acceptable quality of the product (Jobber & 
Ellis-Chadwick, 2013). This could be achieved by exercising the upper hand over its 
suppliers due to its huge purchasing power (Dyson et al., 1996). 
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The competitive advantage: Low cost, premium price, acceptable quality and high 
profitability margin, hence creating an entry barrier to the competition. 

Sustaining the competitive advantage: Due to its massive scale, the manufacturer’s 
operation (manufacturing and distribution), will provide value to the consumers in the 
form of reasonable price due to low manufacturing cost and packaging; along with 
wide product availability due to national distribution reach. 

C) Differentiation leader 

It is mainly targeting the consumer segment who value the concept of premium 
products with the premium price as indication of the social acceptance, belonging and 
globalization. Hence, the manufacturer will target the consumer with a brand of the 
highest quality available in the market and the premium price (Batra et al., 2000). 

Competitive advantage: The highest quality product at a premium price, in the 
premium packaging, sold in the premium stores, and with the premium brand image 
(Jobber and Ellis-Chadwick, 2013). 

7-Measuring the performance to increase the competitive advantage 

The manufacturer should continuously evaluate the brand investment to make sure it 
establishes and maintain the desired position in the market which in turn reflects on the 
overall brand performance (Jobber and Ellis-Chadwick, 2013). 

Brand premiumness related measures 

a- Measuring the brand equity in terms of Awareness level, brand associations and 
intentions to buy. 

b- Exceeding the value offered by competitors is key to the customers’ satisfaction 
based on the perceived performance compared to customers’ expectations like 
repurchase rate. 

c- The manufacturer departments should share the belief that customer retention is 
a high priority for everyone, not just the responsibility of the marketing or the 
sales. The loyalty and profitability are directly related to customers’ satisfaction. 

d- The effective communication is measured by the brand awareness (before and 
after campaign) because it indicates whether the communication campaign has 
clicked with consumers’ mind. 

e- Customer perception about the brand: Premium brand 

f- Product availability / distribution: the product is always available at the 
consumer convenience (No Out of stock). 

g- Market share (value & volume) as it compares brand’s performance with that of 
competition, in terms of sales volume and value. The Relative market share 
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should be greater than ONE when a brand is a market leader (Jobber and Ellis- 
Chadwick, 2013). 

8- Brand management 

For the brand to deliver clarity and consistency to the consumer, it needs to be managed 
as a long-term asset, with a high degree of patience and avoiding unnecessary helter- 
skelter changes. The marketers often focus on the success during the current quarter 
and consider the outlook for the next quarter to be the long range view, which has a 
large impact on the value of brands (Ailawadi et al., 2006). 

9- Promotions considerations 

The marketers could focus on the price promotion activities with the direct price 
reduction when their goal is to increase the sales. Preconditions, such as a limited 
eligibility, however, should be considered only in conjunction with the indirect price 
reductions that extend the value of the promoted product. The promotion types that are 
well known among the consumers should be preferred to minimize the premium 
brand’s image and prestige deterioration (Ailawadi and Harlam, 2004). 

10- Brand equity 

Still the national brands are considered of very high importance to retailers. From the 
retailer’s perspective, the national brands are highly important because they generate 
higher margins than their unbranded counterparts - PLBs. The national brands have 
higher promotional lift, they are more effective in driving the outlet performance, and 
help attract and retain the consumers (Ailawadi et al., 2009). Therefore, manufacturers 
need to focus on strengthening the equity of their national brands, to better stand in the 
price war in retail stores. From consumers’ perspective, the brand equity creates 
positive reactions, evokes familiar and strong associations in the memory (Keller, 
1993), and builds the consumer trust (Rust et al., 2004). 

In case of an impulse purchase, the consumer does not plan to buy the product in 
advance. Therefore, in this situation, the brand equity may act as a spark for positive 
brand associations and thus make it easier for consumers to evaluate and make the 
purchase decision (Dyson et al., 1996). The ease of decision making as a result of 
positive brand equity may, in turn, trigger the impulse purchase. The customer-based 
brand equity (CBBE) is defined from the perspective of the customer and is based on 
the consumer knowledge, familiarity, and associations with respect to the brand. 

The perceived quality is not the real quality of the product but the consumers’ 
perception of the overall quality or superiority of the product with respect to its 
intended purpose, relative to alternatives. The perceived high quality gives consumers 
a good reason to buy and allows the brand to differentiate itself from the competition, 
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to charge a premium price, and to have a strong basis for the brand extension (Aaker, 
1991). 

The brand awareness consists of two sub-dimensions. The brand recognition which is 
the basic first step in the task of the brand communication; whereby the company 
communicates the brand’s attributes until the brand name is established with which to 
associate them. The brand awareness can be a sign of the quality and commitment, 
letting consumers become familiar with a brand and helping them consider it at the 
point of purchase (Keller, 1993). 

The brand loyalty is the major component of the brand equity which refers to the 
tendency to be loyal to a focal brand as demonstrated by the intention to buy it as 
primary choice. The loyal consumers are less likely to switch to a competitor solely 
because of price; they also make more frequent purchases than comparable non-loyal 
consumers (Aliawadi et al., 2006). 


The brand association is anything ‘linked’ in the memory to a brand; it is believed to 
contain the meaning of the brand for the consumers. A set of associations, usually 
organized in some meaningful way, forms a brand image, it helps to process and 
retrieve information, differentiate the brand, create the positive attitudes or feelings, 
provides a reason to buy and provide a basis for extensions. 

vO^ 
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Brand assets are patents, trademarks and channel relationships. 

In summary, the strong brand equity means that consumers have high brand-name 
awareness, maintain a favorable brand image, perceive that the brand is of high quality, 
and are loyal to the brand (Aaker, 1991). 
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Future research 


This research addresses the performance of the private label brands in the low-risk 
product categories. However, the high-risk product categories are still vague. Although 
we think that the retailers in KSA do not yet play in the high-risk product categories, 
however; we believe that the manufacturers of these product categories shoidd be ready 
with a defense strategy to mitigate the challenge, should the retailers decide to enter 
the high-risk product categories. 

The research should answer various questions like, what if the retailers were able to 
introduce their private label brands in the high-risk categories with both, a matching 
high quality and a competitive price. Would the consumer be willing to switch from 
his preferred brand? And would that be considered a threat to big established brands 
over the long term? What are the possible solutions to overcome the threat of PLBs in 
the high-risk product categories? Is the branding in the low-risk categories valid 
anymore? 
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